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SUBJECT: UN STUDY OF FINANCING ARRANGEMENTS IN WATER 
SECTOR 

REEERENCE: (UNDATED) LTR UN SYG TO U.S. PERM REP-EC 
321/2(21-1) 

1. DEPARTMENT REQUESTS FOLLOWING BE TRANSMITTED TO UN SYG 
IN RESPONSE TO INVITATION FOR U.S. VIEWS ON IMPLEMENTATION 
OF SUBJECT FINANCIAL STUDY. 

(QUOTE) DEAR MR. SECRETARY GENERAL: 

ON BEHALE OF THE UNITED STATES, I AM PLEASED TO RESPOND TO 
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YOUR REQUEST FOR OUR "PRELIMINARY SUBSTANTIVE VIEWS" ON THE 
STUDY BEING CONDUCTED BY THE SECRETARY-GENERAL OE MECHA- 
NISMS TO INCREASE THE FLOW OF FINANCIAL RESOURCES TO THE 
WATER SECTOR. 

THE SHORT DEADLINE EOR INITIAL COMMENTS HAS OBVIOUSLY 
NOT ALLOWED US TO ANALYZE, OR PROBABLY EVEN TO IDENTIFY, 
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THE FULL RANGE OF OPTIONS WHICH THE STUDY MUST ADDRESS. 

WE BELIEVE, HOWEVER, THAT THE FOLLOWING CONSIDERATIONS AND 
VIEWS MAY BE USEFUL IN DEFINING THE PROPER SCOPE AND 
STRUCTURE OF THE STUDY, AND THEREBY HELP LEAD TO SPECIFIC 

RECOMMENDATIONS ON THE "MOST EFFICIENT AND FLEXIBLE 
MECHANISMS." 

1. THE RESOLUTION WHICH CALLS FOR THIS STUDY WAS INTRO- 
DUCED AT THE UN WATER CONFERENCE BY DEVELOPING COUNTRIES 
CONCERNED ABOUT THE INADEQUACY OF FINANCIAL RESOURCES 
AVAILABLE TO THEM FOR WATER DEVELOPMENT AND MANAGEMENT. 
THE STUDY THEREFORE, MUST GIVE MAJOR ATTENTION TO THE 
LEVELS, FLOW AND USE OF DEVELOPMENT ASSISTANCE FUNDS. 

2. HOWEVER, INVESTMENTS MADE OUTSIDE THE DEVELOPMENT 
ASSISTANCE AREA ARE ALSO A DETERMINANT OF TOTAL FUNDING 
AVAILABLE TO THE WATER SECTOR. FOR EXAMPLE, THE UNITED 
STATES CONDUCTS EXTENSIVE WATER RESOURCES RESEARCH FOR 
DOMESTIC PURPOSES. IT SHOULD THEREFORE BE MADE CLEAR 
WHETHER THE STUDY IS TO CONCENTRATE ON INCREASED FINAN- 
CIAL FLOWS TO DEVELOPING COUNTRIES, OR THE WATER SECTOR 
AS A WHOLE. (THE REMAINING COMMENTS WILL LARGELY CONCERN 
FLOWS TO DEVELOPING COUNTRIES). 

3. AN INCREASE IN FUNDING FOR WATER DEVELOPMENT AND 
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MANAGEMENT CAN OCCUR IN ONE OF THREE WAYS: (A) AN EX- 
PANSION OF OVERALL DEVELOPMENT ASSISTANCE, WITH THE WATER 
SECTOR RECEIVING AN APPROPRIATE SHARE; (B) ADDITIONAL 
FUNDING PROVIDED BY THE INTERNATIONAL DONOR COMMUNITY 
EARMARKED FOR THE WATER SECTOR; OR (C) RE-PROGRAMMING, BY 
DONOR INSTITUTIONS OR RECIPIENT GOVERNMENTS, OF EXISTING 
FUNDS TO PROVIDE MORE FOR WATER DEVELOPMENT-AND THEREFORE 
LESS FOR OTHER SECTORS. 

4. TWO PRINCIPAL DECISIONS POINTS SHOULD BE ADDRESSED; 

(A) THE GOVERNMENTS OF COUNTRIES SEEKING ASSISTANCE; 

(B) THE "OFFICIAL" INTERNATIONAL DONOR COMMUNITY- 
PRIMARILY THE BILATERAL AND MULTILATERAL DEVELOPMENT AS- 
SISTANCE AGENCIES AND BANKS. HOWEVER, THERE ARE OTHER 
INSTITUTIONS THAT HAVE IMPORTANT ROLES TO PLAY IN THE 
WATER SECTOR AND WHICH THEREFORE SHOULD BE CONSIDERED; 
PRIVATE VOLUNTARY ORGANIZATIONS; UNIVERSITIES; NATIONAL 
AND REGIONAL INSTITUTIONS FOR RESEARCH, DEVELOPMENT AND 
TRAINING; AND PRIVATE INDUSTRY. 

5. CLEARLY, THE DECISIONS MADE BY RECIPIENT COUNTRIES 
ARE THE MAJOR DETERMINANTS OF THE MAGNITUDE OF FUNDING 
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AVAILABLE TO THEM FOR WATER PROJECTS. IF ONE THEORIZES 
A RELATIVELY FIXED LEVEL OF TOTAL DEVELOPMENT ASSISTANCE, 

THEN INCREASING THE FUNDING FOR THE WATER SECTOR REQUIRES 
EITHER THAT COUNTRIES ASSIGN HIGHER PRIORITY TO WATER, OR 
TAKE STEPS TO INCREASE THE IMPACT OF WHAT IS ALREADY 
AVAILABLE THROUGH IMPROVED PROGRAM COORDINATION AND PROJECT 
PLANNING AND MANAGEMENT. 

6. WHILE AID DONOR COUNTRIES AND INTERNATIONAL LENDING 
AND DEVELOPMENT INSTITUTIONS MUST RESPOND TO THE PRIORI- 
TIES ASSIGNED BY THE RECIPIENT COUNTRIES (WHICH MAY NOT 
PUT "WATER" HIGH ON THE LIST), THERE ARE A NUMBER OF 
MEASURES THEY CAN TAKE INDEPENDENTLY TO INFLUENCE THE 
MAGNITUDE OF FUNDS AVAILABLE TO DEVELOPING COUNTRIES FOR 
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WATER PROJECTS. THESE INCLUDE BETTER COORDINATION OF 
THEIR WATER RESOURCES PLANNING AND PROJECT IMPLEMENTATION 
ACTIVITIES TO REDUCE OVERLAP AND OVERHEAD, BOTH AT THE 
INTERNATIONAL LEVEL (E.G., PROPOSED ACC WATER BOARD) AND 
WITHIN RECIPIENT COUNTRIES (E.G., STRONGER COORDINATING 
ROLE FOR THE UNDP RESIDENT REPRESENTATIVES). ALSO, THE 
RESIDENT REPRESENTATIVES OF DEVELOPMENT AGENCIES COULD DO 
MORE TO CALL HOST COUNTRY ATTENTION TO THE IMPORTANCE OF 
WATER TO DEVELOPMENT, AS WELL AS SPECIFIC OPPORTUNITIES 
OPEN TO THEM. FINALLY, DONOR INSTITUTIONS ALSO MAKE 
LARGELY INDEPENDENT DECISIONS ON THE TYPES OF RESEARCH 
AND DEMONSTRATION ACTIVITIES WHICH THEY FINANCE, AND THE 
NATURE OF THE TRAINING AND EDUCATION PROGRAMS THEY 
SPONSOR. THERE IS A POTENTIAL FOR DIRECTING MORE OF SUCH 
ACTIVITIES AND PROGRAMS TOWARD THE WATER SECTOR. 

7. BOTH DONORS AND RECIPIENTS FACE A BASIC PROBLEM 
WHICH THE UN STUDY SHOULD ADDRESS: NAMELY, THE WATER 
SECTOR MUST COMPETE WITH OTHER DEVELOPMENT SECTORS FOR 
LIMITED FINANCIAL RESOURCES, AND MANY OF THESE ALSO MAKE 
STRONG, LEGITIMATE CLAIMS. FOR EXAMPLE, EACH MAJOR UN 
GLOBAL CONFERENCE-FOOD, POPULATION, HUMAN SETTLEMENTS, 
WATER AND, SOON, DESERTIFICATION-LEADS TO A RECOMMENDA- 
TION FOR INCREASED FUNDING FOR THE FOCAL POINT PROBLEM 
AREA. INCREASINGLY, THE CALL IS FOR SPECIAL FUNDS AND 

NEW CONSULTATIVE GROUPS. THE ABILITY OF THE INTERNATIONAL 
COMMUNITY TO SUPPORT THE CONTINUED GROWTH OF THESE SPECIAL 
MECHANISMS IS BEING STRAINED, HOWEVER. WE ALSO INCREAS- 
INGLY ENCOUNTER THE SITUATION WHERE A NEW APPROACH IN- 
TENDED TO PROMOTE A SINGLE RESOURCE (E.G., WATER, ENER- 
GY) APPEARS TO OVERLAP WITH OR DUPLICATE SIGNIFICANT AS- 
PECTS OF ALREADY ESTABLISHED OR PLANNED MECHANISMS. FOR 
EXAMPLE, CONSULTATIVE GROUPS IN THE AGRICULTURAL FIELD 
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AND SPECIAL FUNDS FOR THE ENVIRONMENT, ALREADY COVER 
CERTAIN ELEMENTS OF THE WATER SECTOR. DISCUSSION OF ANY 
NEW PROPOSALS MUST CLEARLY ADDRESS THE RELATIONSHIP TO 
EXISTING ENTITIES. THE U.S. PREFERENCE HAS BEEN TO AT- 
TEMPT TO MEET ANY NEW FINANCIAL REQUIREMENTS OF THE INTER- 
NATIONAL COMMUNITY BY STRENGTHENING EXISTING MECHANISMS 
WHEREEVER POSSIBLE. 

8. A STATEMENT PRESENTED AT THE UN WATER CONFERENCE BY 
THE NONGOVERNMENTAL ORGANIZATIONS (INCLUDING PRIVATE 
VOLUNTARY AGENCIES) INDICATED THAT THEY ARE INVESTING 
OVER $I BILLION A YEAR IN INTERNATIONAL WATER DEVELOPMENT. 
THERE MAY BE GOOD OPPORTUNITIES TO EXPAND THIS AMOUNT, 

OR INCREASE THE IMPACT OF WHAT IS CURRENTLY BEING PRO- 
VIDED. PRIVATE INDUSTRY ALSO MAKES LARGE INVESTMENTS IN 
THE WATER SECTOR, AND COULD UNDOUBTEDLY PLAY A LARGER 
ROLE IF GOVERNMENTS PROVIDED OPPORTUNITIES AND A FAVORABLE 
INVESTMENT CLIMATE. 

9. A KEY ISSUE WHICH SHOULD BE CONSIDERED IS WHETHER 

THE STUDY SHOULD ADDRESS THE "WATER SECTOR" AS A TOTALITY; 

OR WHETHER IT IS MORE MEANINGFUL TO DEAL WITH PRIORITY 
SUB-SECTORS (E.G., COMMUNITY WATER SUPPLY; FOOD AND 
FIBRE; INDUSTRIAL WATER). PROBABLY BOTH LEVELS SHOULD BE 
TREATED. POSSIBLY THE MATTER OF COMPETITION FOR FUNDS 
BETWEEN MAJOR DEVELOPMENT SECTORS COULD BE DEALT WITH IN 
AN INITIAL OVERVIEW OF THE SCOPE OF THE PROBLEM. THEN 
THE STUDY MIGHT CONCENTRATE ON NEEDS, INSTITUTIONS AND 
POSSIBLE FUNDING ARRANGEMENTS WITHIN SPECIFIC, HIGH- 
PRIORITY SUB-SECTORS. FOLLOWING THESE ANALYSES, IT 
SHOULD BE POSSIBLE TO SEARCH FOR COMMON APPROACHES WITHIN 
THE INDIVIDUAL SUB-SECTORS WHICH WOULD LEAD TO RECOMMENDA- 
TIONS ON FINANCIAL ARRANGEMENTS THAT WOULD SERVE THE NEEDS 
OF SEVERAL (OR ALL) OF THE SUB-SECTORS. 

10. FINALLY, IT IS CLEAR FROM THE FOREGOING THAT THE IS- 
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SUE OF INCREASED FINANCING FOR THE WATER SECTOR IS EX- 
CEEDINGLY COMPLEX. GIVEN THE IMPORTANCE ATTACHED TO THIS 
SUBJECT AT THE WATER CONFERENCE, AND THE IMPLICATIONS OF 
THE RESULTS OF THE PROPOSED STUDY FOR BOTH DONOR AND RE- 
CIPIENT COUNTRIES, IT IS IMPERATIVE THAT ADEQUATE RE- 
SOURCES ARE MADE AVAILABLE TO CARRY OUT THE EXTENSIVE CON- 
SULTATIONS AND IN-DEPTH ANALYSIS OF OPTIONS THAT WILL BE 
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REQUIRED. 

I HOPE THESE VIEWS AND SUGGESTIONS ARE HELPFUL, AND WE 
LOOK EORWARD TO RECEIVING THE INTERIM REPORT ON THE STUDY. 

SINCERELY, (UNQUOTE) 

2. WOULD APPRECIATE ANY INEORMATION ON HOW THIS MATTER 
WILL BE HANDLED AT 63RD ECOSOC, AND PRELIMINARY VIEWS OE 
WEO MEMBERS. 

VANCE 


UNCLASSIEIED 


NNN 
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